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(ii) If the member is providing mort-
gage financing to the household, the 
member will provide financial or other 
incentives in connection with such 
mortgage financing, and the rate of in-
terest, points, fees, and any other 
charges by the member will not exceed 
a reasonable market rate of interest, 
points, fees, and other charges for a 
loan of similar maturity, terms, and 
risk; and 

(iii) Funds received by the member 
for homebuyer counseling costs will be 
provided according to the requirements 
of § 951.5(a)(7). 

(c) Competitive application program— 
(1) Time limit on use of subsidies. If AHP 
subsidies approved for a project under a 
Bank’s competitive application pro-
gram are not drawn down and used by 
the project within the period of time 
specified by the Bank in its AHP imple-
mentation plan, the Bank shall cancel 
its approval of the application for the 
subsidies and make the subsidies avail-
able for other AHP-eligible projects. 

(2) Compliance upon disbursement of 
subsidies. A Bank shall verify prior to 
its initial disbursement of subsidies for 
an approved project, and prior to each 
disbursement thereafter, that the 
project meets the eligibility require-
ments of § 951.5(b) and all obligations 
committed to in the approved applica-
tion. 

(3) Changes in approved AHP subsidy 
amount where a direct subsidy is used to 
write down prior to closing the principal 
amount or interest rate on a loan. If a 
member is approved to receive a direct 
subsidy to write down prior to closing 
the principal amount or the interest 
rate on a loan to a project and the 
amount of subsidy required to main-
tain the debt service cost for the loan 
decreases from the amount of subsidy 
initially approved by the Bank due to a 
decrease in market interest rates be-
tween the time of approval and the 
time the lender commits to the inter-
est rate to finance the project, the 
Bank shall reduce the subsidy amount 
accordingly. If market interest rates 
rise between the time of approval and 
the time the lender commits to the in-
terest rate to finance the project, the 
Bank may, in its discretion, increase 
the subsidy amount accordingly. 

(4) AHP outlay adjustment. If a Bank 
reduces the amount of AHP subsidy ap-
proved for a project, the amount of 
such reduction shall be returned to the 
Bank’s AHP fund. If a Bank increases 
the amount of AHP subsidy approved 
for a project, the amount of such in-
crease shall be drawn first from any 
currently uncommitted or repaid AHP 
subsidies and then from the Bank’s re-
quired AHP contribution for the next 
year. 

(5) Project sponsor notification of re-use 
of repaid AHP direct subsidy. Prior to 
disbursement by a project sponsor of 
AHP direct subsidy repaid to and re-
tained by such project sponsor pursu-
ant to a subsidy re-use program au-
thorized by the Bank under 
§ 951.12(e)(2), the project sponsor shall 
provide written notice to the member 
and the Bank of its intent to disburse 
the repaid subsidy to a household satis-
fying the requirements of this part and 
the commitments in the approved AHP 
application. 

[62 FR 41828, Aug. 4, 1997, as amended at 65 
FR 5419, Feb. 4, 2000; 65 FR 8263, 8264, Feb. 18, 
2000; 66 FR 50302, Oct. 3, 2001; 67 FR 18804, 
Apr. 17, 2002; 70 FR 9511, Feb. 28, 2005] 

§ 951.10 Initial monitoring require-
ments. 

(a) Requirements for project sponsors 
and owners—(1) Owner-occupied projects. 
(i) During the period of construction or 
rehabilitation of an owner-occupied 
project, the project sponsor must re-
port to the member semiannually on 
whether reasonable progress is being 
made towards completion of the 
project. 

(ii) Where AHP subsidies are used to 
finance the purchase or rehabilitation 
of owner-occupied units, the project 
sponsor must maintain household in-
come verification documentation avail-
able for review by the member or the 
Bank. 

(2) Rental projects. (i) During the pe-
riod of construction or rehabilitation 
of a rental project, the project owner 
must report to the member semiannu-
ally on whether reasonable progress is 
being made towards completion of the 
project. 

(ii) Within the first year after project 
completion, the project owner must: 
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(A) Certify to the Bank that the serv-
ices and activities committed to in the 
AHP application have been provided in 
connection with the project; 

(B) Provide a list of actual tenant 
rents and incomes to the Bank and cer-
tify that: 

(1) The tenant rents and incomes are 
accurate and in compliance with the 
rent and income targeting commit-
ments made in the AHP application; 
and 

(2) The project is habitable; and 
(C) Maintain documentation regard-

ing tenant rents and incomes and 
project habitability available for re-
view by the Bank, to support such cer-
tifications. 

(b) Requirements for members—(1) 
Owner-occupied projects. (i) During the 
period of construction or rehabilitation 
of an owner-occupied project, the mem-
ber must take the steps necessary to 
determine whether reasonable progress 
is being made towards completion of 
the project and must report to the 
Bank semiannually on the status of the 
project. 

(ii) Within one year after disburse-
ment to a project of all approved AHP 
subsidies, or in the case of a re-use of 
repaid AHP direct subsidy pursuant to 
§ 951.12(e)(2), within 60 days after re-
ceipt of a notice of disbursement of 
such repaid subsidy provided by a 
project sponsor pursuant to § 951.8(c)(5), 
the member must review the project 
documentation and certify to the Bank 
that: 

(A) The AHP subsidies have been 
used according to the commitments 
made in the AHP application; and 

(B) The AHP-assisted units are sub-
ject to deed restrictions or other le-
gally enforceable retention agreements 
or mechanisms meeting the require-
ments of § 951.13(c)(4) or (d)(1); 

(2) Rental projects. During the period 
of construction or rehabilitation of a 
rental project, the member must take 
the steps necessary to determine 
whether reasonable progress is being 
made towards completion of the 
project and must report to the Bank 
semiannually on the status of the 
project. 

(c) Requirements for Banks—(1) Owner- 
occupied projects. Each Bank must take 
the steps necessary to determine, based 

on a review of the documentation for a 
sample of projects and units within one 
year of receiving the member certifi-
cations described in paragraph (b)(1)(ii) 
of this section, or, in the case of a re- 
use of repaid AHP direct subsidy pursu-
ant to § 951.12(e)(2), based on a review of 
the documentation for the re-use upon 
receipt of the member certification for 
such re-use described in paragraph 
(b)(1)(ii) of this section, that: 

(i) The incomes of the households 
that own the AHP-assisted units did 
not exceed the levels committed to in 
the AHP application at the time the 
households were qualified by the spon-
sor to participate in the project; 

(ii) The AHP subsidies were used for 
eligible purposes, the project’s actual 
costs were reasonable and customary 
in accordance with the Bank’s project 
feasibility guidelines, and the subsidies 
were necessary for the financial feasi-
bility of the project, as currently 
structured; and 

(iii) The AHP-assisted units are sub-
ject to deed restrictions or other le-
gally enforceable retention agreements 
or mechanisms meeting the require-
ments of § 951.13(c)(4) or (d)(1). 

(2) Rental projects. Each Bank must 
take the steps necessary to determine 
that, based on a review of the docu-
mentation described in paragraph 
(a)(2)(ii) of this section within one year 
and 120 days after completion of a rent-
al project: 

(i) The services and activities com-
mitted to in the AHP application have 
been provided in connection with the 
project; and 

(ii) The AHP subsidies were used for 
eligible purposes, the project’s actual 
costs were reasonable and customary 
in accordance with the Bank’s project 
feasibility guidelines, and the subsidies 
were necessary for the financial feasi-
bility of the project, as currently 
structured. 

(d) Annual adjustment of targeting com-
mitments. For purposes of determining 
compliance with the targeting commit-
ments in an AHP application, such 
commitments shall be considered to 
adjust annually according to the cur-
rent applicable median income data. A 
rental unit may continue to count to-
ward meeting the targeting commit-
ment of an approved AHP application 
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as long as the rent charged remains af-
fordable, as defined in § 951.1, for the 
household occupying the unit. 

[62 FR 41828, Aug. 4, 1997; as amended at 65 
FR 5419, Feb. 4, 2000; 65 FR 8264, Feb. 18, 2000; 
66 FR 50302, Oct. 3, 2001; 67 FR 12852, Mar. 20, 
2002; 67 FR 18804, Apr. 17, 2002; 70 FR 9511, 
Feb. 28, 2005] 

§ 951.11 Long-term monitoring require-
ments. 

(a) Rental projects. For purposes of 
monitoring a rental project, Banks, 
members, and project owners shall 
carry out their long-term monitoring 
obligations pursuant to one of the 
three methods set forth in this para-
graph (a). 

(1) Reliance on monitoring by a federal, 
state or local government entity. For 
those projects that receive funds from, 
or are allocated federal Low-Income 
Housing Tax Credits by, a federal, 
state, or local government entity, a 
Bank may rely on the monitoring by 
such entity if: 

(i) The income targeting require-
ments, the rent requirements, and the 
retention period monitored by such en-
tity for purposes of its own program 
are the same as, or more restrictive 
than, those committed to in the AHP 
application; 

(ii) The entity agrees to inform the 
Bank of instances where tenant rents 
or incomes are found to be in non-
compliance with the requirements 
being monitored by the entity or where 
the project is not habitable; and 

(iii) The entity has demonstrated and 
continues to demonstrate to the Bank 
its ability to carry out monitoring 
under its own program, and the Bank 
does not have information that such 
monitoring is not occurring or is inad-
equate. 

(2) Reliance on monitoring of AHP ap-
plication commitments by a contractor. 
For those projects that receive funds 
from, or are allocated federal Low-In-
come Housing Tax Credits by, a fed-
eral, state, or local government entity 
that monitors for income targeting re-
quirements, rent requirements, or re-
tention periods under its own program 
that are less restrictive than those 
committed to in the project’s AHP ap-
plication, a Bank, in its discretion, 

may rely on the monitoring by such 
entity if: 

(i) The entity agrees to monitor the 
income targeting requirements, the 
rent requirements, and the retention 
period committed to in the AHP appli-
cation; 

(ii) The entity agrees to inform the 
Bank of instances where tenant rents 
or incomes are found to be in non-
compliance with the requirements 
committed to in the AHP application 
or where the project is not habitable; 
and 

(iii) The entity has demonstrated and 
continues to demonstrate to the Bank 
its ability to carry out such moni-
toring, and the Bank does not have in-
formation that such monitoring is not 
occurring or is inadequate. 

(3) Long-term monitoring by the Banks, 
members, and project owners. In cases 
where a Bank does not rely on moni-
toring by a federal, state, or local gov-
ernment entity pursuant to paragraphs 
(a)(1) or (a)(2) of this section, the Bank, 
members, and project owners shall 
monitor rental projects according to 
the requirements in this paragraph 
(a)(3). 

(i) Requirements for project owners. In 
the second year after completion of a 
rental project and annually thereafter 
until the end of the project’s retention 
period, the project owner must: 

(A) Certify to the Bank that: 
(1) The tenant rents and incomes are 

in compliance with the rent and in-
come targeting commitments made in 
the AHP application; and 

(2) The project is habitable; and 
(B) Maintain documentation regard-

ing tenant rents and incomes and 
project habitability available for re-
view by the Bank, to support such cer-
tifications. 

(ii) Requirements for members. For 
rental projects receiving $500,000 or less 
in AHP subsidy from a member, during 
the period from the second year after 
project completion to the end of the 
project’s retention period, the member 
must certify to the Bank at least once 
every three years, based on an exterior 
visual inspection, that the project ap-
pears to be suitable for occupancy. 

(iii) Requirements for Banks—(A) Cer-
tifications received by the Bank. Each 
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